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1 . VICE PRESIDENT'S EFEORTS WITH PRESIDENT BANES AND PRIME 
MINISTER SOARES TO MOVE EORWARD THE LAJES BASE NEGOTIATIONS 
ARE MOST HELPEUL. I HOPE, HOWEVER, HE DID NOT LEAVE LISBON 
WITH THE IMPRESSION THAT WE HAVE BEEN DRAGGING OUR EEET. 

AS HAS BEEN THE CASE EOR THE PAST SIX MONTHS, WHEN WE RE- 
SUMED TALKS WITH THE PORTUGUESE ON THIS SUBJECT, THE INITIA- 
TIVE LIES NOT WITH US BUT WITH THEM. EOLLOWING IS EOR YOUR 
BACKGROUND IN CASE SUBJECT COMES UP AGAIN. 

2. IN RECOGNITION OE THE PORTUGUESE NEED TO WORK OUT ITS 
PROBLEMS WITH THE NEWLY AUTONOMOUS AND VERY ASSERTIVE 
AZOREANS, WE HAVE LET IT BE KNOWN IN THE INFORMAL CONVER- 
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SATIONS WE HAVE HAD ON THE SUBJECT THAT WE WOULD BE WILLING 
TO PROVIDE IN OUR ASSISTANCE TO PORTUGAL A SPECIEIC COM- 
PONENT EOR USE IN THE AZORES. BECAUSE OE PORTUGUESE 
ECONOMIC DIEEICULTIES, AND IN ORDER THAT THE BASE RENEWAL 
BE EOR AS LONG A PERIOD OE TIME AS POSSIBLE, (WE WANT 10 
YEARS BEGINNING IN FEBRUARY 1974, WHEN THE LAST AGREEMENT 
EXPIRED) IT SEEMED TO US PREEERABLE THAT THE ECONOMIC 
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ASSISTANCE PROVIDED UNDER THE EXTENSION AGREEMENT BE IN 
ANNUAL GRANTS RATHER THAN LOANS, AND WE HAVE OBTAINED WHITE 

HOUSE AND 0MB PERMISSION (THOUGH WE HAVE NOT YET PUT IT ALL 
FORWARD) TO OFFER A TOTAL $60 MILLION IN GRANTS. THIS IS 
PROBABLY CLOSE TO THE MAXIMUM - AND MAY EXCEED THE MAXI- 
MUM - THAT THE AZORES CAN EFFECTIVELY ABSORB NOW. 

3. BECAUSE AZOREAN DEMANDS TO THE LISBON GOVERNMENT WERE 
SO EXORBITANT AND UNREALISTIC (IN THE NEIGHBORHOOD OF 

$350 MILLION IN LOANS, A FIGURE THAT WOULD HAVE CALLED FOR 
SUBSTANTIAL PAYMENTS OF INTEREST ALONE) AMBASSADOR 
CARLUCCI ADVISED US TO SPEAK IN MUCH SMALLER TERMS TO THE 
OFFICIALS WHO ACCOMPANIED PRIME MINISTER SOARES TO WASHING- 
TON LAST MONTH. CARLUCCI'S PURPOSE WAS TO HELP THE CENTRAL 
GOVERNMENT INDUCE REALITY INTO AZOREAN MINDS, AND WITH HIS 
ADVICE IN MIND, WE STOPPED SHORT OF OFFERING THE FULL $60 
MILLION MENTIONED ABOVE OR THE PROSPECT OF ANOTHER $60 
MILLION MAP. 

4. TAKING INTO ACCOUNT TOTAL U.S. ASSISTANCE EXTENDED TO 
PORTUGAL SINCE THE EXPIRATION OF THE LAST AGREEMENT AND 
ADDING WHAT WE FORESEE FOR THE FUTURE, WE ESTIMATE THE 
TOTAL AMOUNTS WOULD BE SOMETHING LIKE THE FOLLOWING: 

GRANT MAP, INCLUDING TRAINING - 121.58; GRANT ECONOMIC 
ASSISTANCE AND REFUGEE RELIEF - 106.25; DEVELOPMENT LOANS - 
136.25; EXIM LOANS - 60.40; PL 480 AND CCC - 237.90 (IN 
MILLIONS OF DOLLARS). 
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5. ADDING TO THIS ARE SHORT TERM $300 MILLION ESF LOAN 
AND OUR $300 MILLION PARTICIPATION IN THE COORDINATED 
LENDING PROGRAM WE ARE NOW PUTTING TOGETHER, A TOTAL OF 
1262.38 (IN MILLIONS OF DOLLARS). MOREOVER WE HAVE NOT 
FORECLOSED THE POSSIBILITY OF DOING MORE EITHER IN DEVELOP- 
MENT LOANS OR BALANCE OF PAYMENTS ASSISTANCE, IF CIRCUM- 
STANCES REQUIRE. 

6. OUR GENERAL APPROACH TO THE NEGOTIATIONS IS TO BE 
GENEROUS AND TO TAKE FULL COGNIZANCE OF LISBON'S DIFFI- 
CULTIES WITH THE AZORES. WE MUST ALSO REALIZE THAT WHEN 
WE GO TO CONGRESS FOR FULFILLMENT OF THE SPECIFIC PLEDGES 

WE SHALL MAKE FOR RENEWAL OF THE AZORES AGREEMENT, CONGRESS 
WILL LOOK AT THE WHOLE PICTURE. BUT WE DO NOT ANTICIPATE 
GREAT DIFFICULTY IN RECONCILING OUR NEEDS WITH THOSE OF 
THE PORTUGUESE, AND THAT IS WHY WE KEEP TELLING THEM WE 
ARE READY TO HAVE FURTHER INFORMAL CONVERSATIONS OR FORMAL 
NEGOTIATIONS WHICHEVER THEY CHOOSE WHENEVER THEY ARE READY. 
CHRISTOPHER 
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